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 ZKLOH HDFK SDVVHQJHU¶V JHQHUDOL]HG XVHU FRVW IRU WKH XVH RIRSHUDWRUL DUHJLYHQE\JLM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ZHOIDUHPD[LPL]LQJFRQJHVWLRQ WROOLQJDQGQR WROO DUHSUHVHQWHG LQ7DEOH WKHVH DUHREWDLQHGE\VXEVWLWXWLQJWKHDVVRFLDWHGHTXLOLEULXPRXWSXWVLQWRWKHZHOIDUHIXQFWLRQ
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7DEOH&ORVHGIRUPZHOIDUHOHYHOVIRUGLIIHUHQWWROOUHJLPHV
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>  OOKOOK OSOS YRWYRWYRWYRW   ZKHUH WKHORZHUERXQGLVHFRQRPLFDOO\LUUHOHYDQWEHFDXVHLWLPSOLHVWKDWEDQGKHQFHWKHVORSHRIWKH

LQYHUVHGHPDQG IXQFWLRQZRXOGEHSRVLWLYH:KHQE LV ODUJHU WKDQ WKHXSSHUERXQGRI WKLVLQWHUYDOWKHFRQJHVWLRQWROOOHDGVWRDZHOIDUHGHJUDGDWLRQFRPSDUHGWRQRWROOVFHQDULR)URPHTXDWLRQZHNQRZWKDW WKHPDUNHWSRZHUHIIHFWGRPLQDWHV WKHFRQJHVWLRQHIIHFW ZKHQ    OOKE OSK YRWYRW !  :H ZLOO GHQRWH WKLV FRPSDFWO\ DV E! ZLWK E
GHILQHGDV      OOKE OSK YRWYRW :KHQ WKLV LV WKHFDVH WKHZHOIDUHPD[LPL]LQJ WROO LVQHJDWLYH:KHQ WKH LQHTXDOLW\ LV UHYHUVHG E WKH FRQJHVWLRQ HIIHFW GRPLQDWHV DQG WKHZHOIDUHPD[LPL]LQJWROOLVSRVLWLYH)RUDQ\E EHWZHHQDQGWKHZHOIDUHPD[LPL]LQJWROO LV SRVLWLYH ZKLOH WKH SXUH FRQJHVWLRQ WROO GHVSLWH LWV FRUUHFW VLJQ DOUHDG\ OHDGV WR DZHOIDUHORVV7KLVUHIOHFWV WKDW WKHZHOIDUHPD[LPL]LQJWROOJHWV UHODWLYHO\FORVH WR]HURDQGUHODWLYHO\IDUEHORZWKHSXUHFRQJHVWLRQWROO)LJXUH  VXPPDUL]HV WKHVH ILQGLQJV 7KH OLQH MXVW DERYHE VKRZV WKH VLJQ RI WKHZHOIDUHPD[LPL]LQJWROOWZDQGWKHXSSHUOLQHWKDWRIZFZ
)LJXUH2SWLPDOLW\RIWKHSXUHFRQJHVWLRQWROO
,Q VXPPDU\ D ZHOIDUH PD[LPL]LQJ UHJXODWRU VKRXOG VHW D WROO WKDW FDSWXUHV ERWK ILUPH[WHUQDOFRQJHVWLRQH[WHUQDOLWLHVDQGWKHPDUNHWSRZHUHIIHFW7KLVWROOFDQEHQHJDWLYH,IDQHJDWLYHWROOLVQRWIHDVLEOHWKHQWKHUHJXODWRUVKRXOGVHWD]HURWROOZKHQWKHPDUNHWSRZHUHIIHFWGRPLQDWHVWKHFRQJHVWLRQHIIHFWE!LQWKHV\PPHWULFFDVH 7KHSXUHFRQJHVWLRQWROOWF FRLQFLGHVZLWKWKHRSWLPDOWROORQO\LIWKHPDUNHWSRZHUHIIHFWYDQLVKHVE 







 6\PPHWULFFDVH7DEOHVKRZVWKHSDUDPHWUL]DWLRQIRUWKHV\PPHWULFFDVH$VVWDWHGLWLVQRWWKHSXUSRVHRIWKLVSDSHU WRDFFXUDWHO\GHVFULEHDUHDOOLIHDYLDWLRQQHWZRUN7KHSDUDPHWHUV WKHUHIRUHQHHGQRWFRUUHVSRQGWRUHDOOLIHYDOXHV+RZHYHUZHZLOOFDOFXODWHWKHHTXLOLEULXPSULFHHODVWLFLW\RI GHPDQG DQG FRPSDUH WKLV WR HVWLPDWHV IURP WKH OLWHUDWXUH DQG ZLOO FKHFN WKH UDWLR RISDVVHQJHUV¶ FRQJHVWLRQ FRVWV WR JHQHUDOL]HG FRVWV DQG DLUOLQHV¶ FRQJHVWLRQ FRVWV WR WRWDORSHUDWLQJFRVWVWRFRQILUPWKHSODXVLELOLW\RIWKHSDUDPHWUL]DWLRQ
'HPDQGFKDUDFWHULVWLFV $LUOLQHFKDUDFWHULVWLFV 1RGHFKDUDFWHULVWLFVD  YRWS  IF  O  K E  TF  YRWO 
7DEOH3DUDPHWHUYDOXHVIRUWKHV\PPHWULFQXPHULFDOPRGHO
7DEOH  JLYHV WKH QRWROO HTXLOLEULXP 7KH FDOFXODWHG SULFH HODVWLFLW\ LQ HTXLOLEULXP RI±URXJKO\FRUUHVSRQGVWRWKHYDOXHRI±UHSRUWHGE\%URQVHWDO >@WKHYDULDEOHHZLOO EHXVHG WR LQGLFDWH WKH DEVROXWHYDOXHRIGHPDQGHODVWLFLW\ZLWK UHVSHFW WR JHQHUDOL]HGFRVWV7KHODWWHUILJXUHLVWKHRYHUDOOPHDQRIHVWLPDWHVIURPWKHOLWHUDWXUH7KLVVXJJHVWVWKDWZHRSHUDWHRQD UHOHYDQWVHJPHQWRI WKHGHPDQGFXUYH3DVVHQJHUFRQJHVWLRQFRVWVDUHVRPHRIWKHLUJHQHUDOL]HGFRVWVZKLOHIRUWKHDLUOLQHVFRQJHVWLRQFRVWVDPRXQWWRVRPHRIWKHLUWRWDORSHUDWLQJFRVWV$OVRWKHVHILJXUHVDSSHDUUHDVRQDEOH7KHKLJKHUILJXUHIRUSDVVHQJHUVZRXOGUHIOHFWWKDWWKH\LQFXUFRQJHVWLRQFRVWVLQWKHWHUPLQDOLQDGGLWLRQWRWKRVHLQWKHDLU
JHQHUDOL]HGFRVWV ZHOIDUHHIIHFWVT IDUH FRQJHVWLRQ H FRQVXPHUVXUSOXV SURILWV ZHOIDUHDLUOLQH       DLUOLQH       WRWDO    7DEOH(TXLOLEULXPRXWSXWVDQGZHOIDUHQRWROO
7DEOH  JLYHV WKH HTXLOLEULXP IRU WKH ILUVWEHVW ZHOIDUH PD[LPL]LQJ WROO WZ 7KH WROO LVQHJDWLYHDQGTXLWH ODUJHLQDEVROXWHYDOXHFRPSDUHGWRIRU LQVWDQFH WKHPDUJLQDOFRVWSHUIOLJKW 7KH QHJDWLYH VLJQ UHIOHFWV WKDW WKH PDUNHW SRZHU HIIHFW LQ WKH QRWROO HTXLOLEULXPH[FHHGVWKHFRQJHVWLRQHIIHFW%HFDXVHWKHDLUOLQHV UHFHLYHVXEVWDQWLDOVXEVLGLHV WKHRSWLPDORXWSXWVDQGSURILWVDUHODUJHUWKDQLQWKHQRWROOHTXLOLEULXP%HFDXVHWKHRSWLPDORXWSXWVDUH

KLJKHU FRQJHVWLRQ FRVWV DUH DOVR KLJKHU :LWKRXW WROOV WKH DLUOLQHV VHW WKHLU HTXLOLEULXPRXWSXWVWRRORZDQGDVDUHVXOWWKHFRQJHVWLRQFRVWVDUHWRRORZLQWKHRSWLPXP7KHZHOIDUHPD[LPL]LQJ WROO IL[HV WKLV SUREOHP :KHQ WKLV ZHOIDUH PD[LPL]LQJ WROO LV LPSOHPHQWHGRYHUDOO ZHOIDUH LQFUHDVHV E\  FRPSDUHG WR WKH EDVH FDVH WKLV LV WKHPD[LPXP SRVVLEOHLQFUHDVHLQZHOIDUH
T JHQHUDOL]HGFRVWV H WROO ZHOIDUHHIIHFWVIDUH FRQJHVWLRQ FRQVXPHUVXUSOXV SURILWV WROOUHYHQXHV ZHOIDUHDLUOLQH        ± DLUOLQH        ± WRWDO     ± 7DEOH(TXLOLEULXPRXWSXWVDQGZHOIDUHILUVWEHVWZHOIDUHPD[LPL]LQJWROO
7KHHTXLOLEULXPLQ7DEOHPD\EHRI OLPLWHGSUDFWLFDO LQWHUHVWEHFDXVHVXEVLGL]LQJDLUOLQHVPD\EHFRQVLGHUHGSROLWLFDOO\XQDFFHSWDEOH$QDOWHUQDWLYHZRXOG WKHQEH WR LPSRVH DQRQQHJDWLYLW\FRQVWUDLQWRQWKHWROO7KHUHVXOWLVWKHQRWROOHTXLOLEULXPLQ7DEOHZKHUHRYHUDOOZHOIDUHFRQVXPHUVXUSOXVSOXVSURILWVH[FOXGLQJWROOVLVRIFRXUVHORZHUWKDQLQ7DEOH:H KDYH DOUHDG\ VKRZQ WKDW D SXUH FRQJHVWLRQ WROO WF LV QRW RSWLPDO :H QRZGHWHUPLQH WKH ZHOIDUH HIIHFWV RI D SXUH FRQJHVWLRQ WROO IRU RXU QXPHULFDO PRGHO 7DEOH FRQWDLQVWKHUHOHYDQWLQIRUPDWLRQ
T JHQHUDOL]HGFRVWV H WROO ZHOIDUHHIIHFWVIDUH FRQJHVWLRQ FRQVXPHUVXUSOXV SURILWV WROOUHYHQXHV ZHOIDUHDLUOLQH         DLUOLQH         WRWDO     7DEOH(TXLOLEULXPRXWSXWVDQGZHOIDUHSXUHFRQJHVWLRQWROO
7KHWROOWF LVSRVLWLYHDVH[SHFWHGDQGWKLVLVDOVRUHIOHFWHGLQFRQVXPHUSULFHVWKHDLUOLQHVSDVVWKHSDUWRIWKHH[SHQGLWXUHVRQWKHWROORQWRWKHSDVVHQJHUV%HFDXVHWKHIDUHVLQFUHDVHFRQVXPHU VXUSOXV GHFUHDVHV FRPSDUHG WR WKH QRWROO HTXLOLEULXP $LUOLQH SURILWV GHFUHDVHEHFDXVH WKHUHGXFWLRQ LQDLUOLQHFRQJHVWLRQFRVWVGRHVQRWRXWZHLJK WKH H[SHQGLWXUHVRQ WKHFRQJHVWLRQ WROO:H DOUHDG\ FRQFOXGHG WKDW LQ WKH QRWROO HTXLOLEULXP WKH DLUOLQHV VHW WKHLUHTXLOLEULXPRXWSXWV WRR ORZ7KHSXUH FRQJHVWLRQ WROO FDXVHV WKH RXWSXWV WR EH HYHQ ORZHU7KHGHFUHDVHLQZHOIDUHLVDURXQGRIWKHPD[LPXPSRVVLEOHLQFUHDVHLQZHOIDUH:F ZF
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%HFDXVH WKH GLIIHUHQFH EHWZHHQ WKH RSWLPDO ZHOIDUH WROOWZ DQG WKH SXUH FRQJHVWLRQ WROO WFGHSHQGVFUXFLDOO\RQWKHHODVWLFLW\RIGHPDQGDVH[SODLQHGLQ6HFWLRQ LW LVRI LQWHUHVW WRVHHKRZ:F YDULHVZLWKWKHDEVROXWHYDOXHRIWKHHTXLOLEULXPGHPDQGHODVWLFLW\H)LJXUHVKRZVWKHUHVXOWVZKLFKZHUHREWDLQHGQXPHULFDOO\E\VLPXOWDQHRXVO\DGMXVWLQJD DQGE VRWKDW WKH VDPH QRWROO HTXLOLEULXP ZDV REWDLQHG IRU HDFKH VKRZQ 2QO\ IRU UDWKHU KLJKHODVWLFLWLHVDERYHLQDEVROXWHYDOXHGRHVWF \LHOGDSRVLWLYHZHOIDUHHIIHFW LQGLFDWHGE\DSRVLWLYHYDOXHRI:F7KLV LVZKHUH WKH FRQJHVWLRQHIIHFW VXIILFLHQWO\RXWZHLJKV WKHPDUNHWSRZHUHIIHFWFRPSDUH)LJXUH)RUORZHUHODVWLFLWLHV:F DSSURDFKHV±f IRUWKDWSDUWLFXODUFRPELQDWLRQRID DQGE IRUZKLFKERWKWZ DQGLWVZHOIDUHHIIHFWVEHFRPH]HUREHFDXVHWKHFRQJHVWLRQHIIHFWDQGWKHPDUNHWSRZHUHIIHFWH[DFWO\FDQFHOIRUH QHDULQWKHGLDJUDP7KHJUH\OLQH±GHSLFWLQJWKHDEVROXWHZHOIDUHFKDQJHGXHWRWF ±VKRZVWKDWDOVRDWWKDWSRLQW
 %HFDXVHWKHLVVXHKHUHLVWKHHIIHFWRIPDUNHWSRZHUDQGQRWWKHHIIHFWRILQLWLDOGHPDQGRQWKHRSWLPDOLW\RIWKHWROOWKHUHVHUYDWLRQSULFHD LVYDULHGWRJHWKHUZLWKE VRDVWRREWDLQWKHVDPHQRWROOHTXLOLEULXPLQWHUPVRITXDQWLWLHVT DQG T 7KLV ZDV UHDOL]HG WHFKQLFDOO\ E\ WUHDWLQJT DQG T SDUDPHWULFDOO\ LQ HTXDWLRQ  DQGVROYLQJIRUD DVDIXQFWLRQRIE IRUWKHUHVXOWLQJHTXDWLRQNHHSLQJDOORWKHUSDUDPHWHUVIL[HG

VXEVWDQWLDO ZHOIDUH ORVVHV GXH WR SXUH FRQJHVWLRQ SULFLQJ RFFXU VR WKDW LW LV QRW VROHO\ DGHQRPLQDWRUHIIHFWLQ:F WKDWPDNHVWF DSSHDUKDUPIXOWRHIILFLHQF\)RU\HWORZHUHODVWLFLWLHVWKHLUQXPHULFDOYDOXHVEHFRPHPRUHSODXVLEOHIURPDQHPSLULFDOSHUVSHFWLYHEXW:F UHPDLQVQHJDWLYH,WDSSURDFKHV]HURIURPEHORZDVGHPDQGEHFRPHVSHUIHFWO\LQHODVWLFLQZKLFKFDVHV\PPHWULFWROOVIRUV\PPHWULFGXRSROLVWVZLOOQRWDIIHFWV\PPHWULFGHPDQGOHYHOVDQGKHQFHFRQJHVWLRQOHYHOVDQ\PRUH)LJXUH  LPSOLHV WKDW SDWWHUQV DV LQ)LJXUH ZLOO EH IRXQG DOVR IRU RWKHU SDUDPHWHUFRQVWHOODWLRQV ,Q SDUWLFXODU QRWH WKDWPRYLQJ IURP ULJKW WR OHIW LQ )LJXUH PHDQVPRYLQJIURPOHIWWRULJKWLQ)LJXUH:KHQGRLQJVRZHWKHUHIRUHDOZD\VH[SHFW:F WREHQHJDWLYHQHDUSHUIHFWLQHODVWLFLW\RIGHPDQGIRUKLJKYDOXHVRIERQWKHOHIWHQGRI)LJXUHDQGWKHULJKW HQG RI )LJXUH  WR IDOO WR ±f ZKHQE IDOOV WR  WR UHPDLQ QHJDWLYH DV ORQJ DVEH[FHHGVDQGWRLQFUHDVHDERYH]HURZKHQE IDOOVEHORZ±DSSURDFKLQJXQLW\DVGHPDQGHODVWLFLW\DSSURDFKHVLQILQLW\,W LV RI FRXUVH WKHSDUWLFXODUSDUDPHWUL]DWLRQ RI WKH QXPHULFDOPRGHO WKDW FDXVHV WKHZHOIDUHHIIHFWRIWF WREHFRPHSRVLWLYHRQO\ IRU GHPDQG HODVWLFLWLHV DERYH DQXQUHDOLVWLFDOO\KLJKYDOXHRILQDEVROXWHYDOXHLQ)LJXUH,QWXLWLRQVXJJHVWVWKDWZKHQFRQJHVWLRQZRXOGEHFRPHUHODWLYHO\PRUH LPSRUWDQWRQHZRXOGH[SHFW WKLVFULWLFDOH WR IDOO WKLVDOVR IROORZVIURPHTXDWLRQDQG)LJXUH7RYHULI\WKLVZHSORWLQ)LJXUHWKHFXUYH:F ZKLFKLVHTXLYDOHQW ZLWK ZF Z IRU YDULRXV FRPELQDWLRQV RI YDOXHV RIK DQG H DJDLQ VXFK WKDWHTXLOLEULXP GHPDQG OHYHOV UHPDLQ XQDOWHUHG 7KH ORZHU FXUYH LQ )LJXUH  JLYHV WKHFRPELQDWLRQVRIH DQGK IRUZKLFKWKHPDUNHWSRZHUHIIHFWHTXDOVWKHFRQJHVWLRQHIIHFWLHZZ Z 7R WKH OHIW RI WKLV FXUYH WKH PDUNHW SRZHU HIIHFW H[FHHGV WKH FRQJHVWLRQ HIIHFW   OOKE OSK YRWYRW ! VRWKDWDVXEVLG\LVUHTXLUHGDSXUHFRQJHVWLRQWROOWKHQFDQQRWEHRSWLPDO)URPWKHXSSHUFXUYHLQ)LJXUH:F ZHPD\FRQFOXGHWKDWWKHHODVWLFLW\DWZKLFKDSXUHFRQJHVWLRQWROOLVQRWZHOIDUHUHGXFLQJGHFUHDVHVZKHQFRQJHVWLRQKLQFUHDVHV7KHORZHUOLPLWWRWKHHODVWLFLW\DWZKLFKDSXUHFRQJHVWLRQWROOFHDVHVWRFDXVHZHOIDUHORVVHVDVGLVFXVVHGDERYHYDULHVZLWKKYRWSYRWO DQG O$GHFUHDVHLQO NHHSLQJK IL[HGIRU
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$QDV\PPHWULFQXPHULFDOPRGHO,W LV LQWHUHVWLQJ WR EULHIO\ LQYHVWLJDWH VRPH LPSOLFDWLRQV RI LQWURGXFLQJ GLIIHUHQFHV EHWZHHQDLUOLQHVLQWKHDERYHPRGHO$VVWDWHGWKLVPDNHVWKHDQDO\WLFVRIWKHPRGHOFXPEHUVRPHEXWWKHQXPHULFDOPRGHOVWLOOSURGXFHVLQWXLWLYHUHVXOWV:H LQFUHDVHDLUOLQH¶VDLUFUDIW FDSDFLW\E\DQGZHUHGXFHDLUOLQH¶VFRVWSHUSDVVHQJHUDQGIOLJKWE\VHH7DEOH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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:KHQQRQQHJDWLYLW\FRQVWUDLQWVDUHLPSRVHGDLUOLQH¶VWROOZLOOEHHTXDOWR,QWKDWFDVHLWVHWV LWV RXWSXW EHORZ WKHZHOIDUH RSWLPL]LQJ RXWSXW OHDYLQJ VRPH URRP IRU DLUOLQH  WR UHHQWHUWKHPDUNHW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)L[LQJWKHWROOIRUDLUOLQHDWDQGVROYLQJIRUWKHRSWLPDO WROO IRU DLUOLQH  \LHOGV D QHJDWLYH WROO VR WKDW DOVR IRU DLUOLQH  WKH QRQQHJDWLYLW\FRQVWUDLQWEHFRPHVELQGLQJ7KHHYHQWXDOUHVXOWLVWKHQRWROOHTXLOLEULXPUHSRUWHGLQ7DEOH,QWKLVFDVHWKHUHODWLYHO\LQHIILFLHQWDLUOLQHUHPDLQVLQEXVLQHVV0RUHRYHUDJJUHJDWHFRQVXPHU VXUSOXV LV PXFK ORZHU FRPSDUHG WR 7DEOH  EHFDXVH RXWSXWV DUH VHW EHORZ WKHZHOIDUHHFRQRPLFRSWLPXP:HOIDUH FRQVXPHU VXUSOXVSOXVSURILWVH[FOXGLQJ WROOV LVKLJKHUZKHQDZHOIDUHPD[LPL]LQJµWROO¶LVVHWE\WKHUHJXODWRUWKDQZLWKRXWWROOLQJ1H[WZHFRPSDUHWKHZHOIDUHHFRQRPLFSHUIRUPDQFHRIDSXUHFRQJHVWLRQWROOWRWKHZHOIDUH HFRQRPLF SHUIRUPDQFH RI D ]HUR WROO 7DEOH  VKRZV WKDW ERWK WROOV DUH SRVLWLYHZKHUHDV ZHOIDUH PD[LPL]DWLRQ ZRXOG UHTXLUH RQH VXEVLGL]HG VXSSOLHU :H FDQ WKHUHIRUHFRQFOXGHWKDWDWWKHFKRVHQSDUDPHWHUFRQVWHOODWLRQWKHSXUHFRQJHVWLRQWROOLVDJDLQZHOIDUHUHGXFLQJFRPSDUHGWRWKHEDVHFDVHRIWKH]HURWROO
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7KHDERYHDQDO\VLVLVEDVHGRQWKHDVVXPSWLRQWKDWDVLQJOHUHJXODWRUUHJXODWHVERWKDLUSRUWV,QUHDOLW\RQHPD\KDYHWZRQDWLRQDORUUHJLRQDOUHJXODWRUVHDFKUHJXODWLQJDQDLUSRUW$QLPSRUWDQW TXHVWLRQ WKHQ EHFRPHV KRZ LPSRUWDQW LW LV WKDW WKHVH UHJXODWRUV FRRUGLQDWH WKHLUDFWLYLWLHV LQVWHDG RI SXUVXLQJ ORFDO ZHOIDUH PD[LPL]DWLRQ )RU UHDVRQV RI VSDFH ZH ZLOOFRQVLGHUWKLVLVVXHRQO\EULHIO\EXWILQGLWWRRLPSRUWDQWWRLJQRUHDOWRJHWKHU:HDVVXPHWKDWERWKUHJLRQVKRVWRQHµKRPHDLUOLQH¶DQGWKDWGHPDQGLVV\PPHWULFEHWZHHQUHJLRQVLHKDOIRIDQ\HTXLOLEULXPGHPDQGIRUUHWXUQWULSVFRQFHUQVWULSVE\FRQVXPHUVIURPRQHUHJLRQDQGWKH RWKHU KDOI IURP WKH RWKHU UHJLRQ $ ORFDO UHJXODWRU LQ QRGHK ZRXOG WKHQ KDYH WKHREMHFWLYHRIPD[LPL]LQJORFDOZHOIDUHDVJLYHQLQ     > @ ¦³   »»¼º««¬ª  L LKLLK /K WTTTTT OSEDEDY TT G[[ 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7KHILUVW5+6WHUPLVKDOIRIWKHWRWDOFRQVXPHUVXUSOXV7KHVHFRQG5+6WHUPLVWKHSURILWRIWKHDLUOLQHXVLQJDLUSRUWK DVLWVKRPHDLUSRUW7KHWKLUG5+6WHUPLVWKHWRWDOWROOUHYHQXHVIRUUHJXODWRUK,WFDQEHVKRZQWKDWWKHVXPPDWLRQRIRYHUK \LHOGVWRWDOZHOIDUHGHILQHGLQ ZKHQ WROOV DUH XQGLIIHUHQWLDWHG LH WKL WKL ,Q DEVHQFH RI SROLF\ FRRUGLQDWLRQ ZHDVVXPHWKDWWKHUHJXODWRUVWDNHWKHWROORIWKHRWKHUUHJXODWRUDVJLYHQDQGKHQFHH[KLELW1DVKEHKDYLRXU EHWZHHQ WKHP DOWKRXJK ERWK DFW DV D 6WDFNHOEHUJ OHDGHU ZLWK UHVSHFW WR WKHDLUOLQHV)RUUHDVRQVRIWUDQVSDUHQF\ZHFRQVLGHUWKHV\PPHWULFFDVHLQZKLFKDLUOLQHVKDYHWKHVDPHRSHUDWLQJFKDUDFWHULVWLFVDQGLQZKLFKWKHFRQJHVWLRQLPSDFWDWERWKDLUSRUWVLVWKHVDPH(DFKDLUSRUWRSHUDWRUWKHQPD[LPL]HVKDOIRIWKHWRWDOZHOIDUHEXWWKLVRIFRXUVHGRHVQRWPHDQWKDWWKH\MRLQWO\PD[LPL]HWRWDOZHOIDUH%HFDXVHWKHDQDO\WLFDOH[SUHVVLRQVIRUWKHORFDOO\ RSWLPDO WROOV DUH QRW SDUWLFXODUO\ LQVLJKWIXO ZH LPPHGLDWHO\ SURFHHG ZLWK WKHQXPHULFDOLOOXVWUDWLRQ7KHDQDO\WLFDOH[SUHVVLRQVDUHJLYHQLQ$SSHQGL[$ILUVWSRVVLELOLW\ZHFRQVLGHULVZKHQWKHORFDOUHJXODWRUVFRXOGVHWGLIIHUHQWLDWHGWROOVIRUERWKDLUOLQHV%HFDXVH WKHJHQHUDOL]HGSULFH IRUFRQVXPHUV LVHTXDOL]HG LQHTXLOLEULXPFRQVXPHUVIURPERWKFLWLHVFDQEHH[SHFWHGWRXVHERWKDLUOLQHVLQHTXDOSURSRUWLRQVWKHUHDUHQR OR\DOW\ SURJUDPV RU QDWLRQDOLVWLF SUHIHUHQFHV LQ RXU PRGHO DQG WKHUH LV QR UHDVRQ WRGLIIHUHQWLDWH WROOV RYHU ERWK DLUOLQHV IURP WKLV SHUVSHFWLYH WKH ILUVW WHUP LQ HTXDWLRQ /LNHZLVH WROO UHYHQXHV WKH WKLUG WHUP DUH HTXDOO\ZHLJKWHG LQGHSHQGHQW RIZKLFK DLUOLQHSD\VWKHPDQGDOVRIRUWKLVUHDVRQWKHUHLVQRUHDVRQWRGLIIHUHQWLDWHWROOV7KHPLGGOHWHUPLQ
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:  ±7KHFORVHGIRUPWROOH[SUHVVLRQVLQ$SSHQGL[VXJJHVWWKDWZLWKRXWSROLF\FRRUGLQDWLRQHTXLOLEULXPWROOVZLOODOZD\VEHSRVLWLYHLQV\PPHWULFHTXLOLEULDIRUWKHGHPDQGDQGFRVWIXQFWLRQVZHXVH7KHLQWXLWLRQLVWKDWVXEVLGL]DWLRQWRFRUUHFWIRUGXRSROLVWLFSULFLQJEHFRPHOHVVDWWUDFWLYHIURPDORFDOUHJXODWRU¶VSRLQWRIYLHZ2QO\KDOIRIWKHUHVXOWLQJEHQHILWVDUHDFFRXQWHGIRULQWKRVHDFFUXLQJWRWKHORFDOFRQVXPHUVDQGDLUOLQHRQO\%XWWKHIXOOORVVHVDUHFRQVLGHUHGWKHUHGXFWLRQLQORFDOWROOUHYHQXHV0RUHRYHUDUHDVRQDULVHVIRU IXUWKHU RYHUFKDUJLQJ RI WKH IRUHLJQ DLUOLQH EHFDXVH WKLV UDLVHV ORFDO WROO UHYHQXHV DQGLQGLUHFWO\LQFUHDVHVORFDOSURILWVDVWKHORFDODLUOLQH¶VFRPSHWLWLYHSRVLWLRQLPSURYHV
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:KHQ WKH ORFDO UHJXODWRUV DUHERWK IRUFHG WR FKDUJH WKH VDPHXQGLIIHUHQWLDWHG WROO IRU ERWKDLUOLQHV D VLPSOLVWLF H[SHFWDWLRQ ZRXOG EH WKDW WKLV WROO ZLOO EH QHDU WKH DYHUDJH RI WKHGLIIHUHQWLDWHGWROOV7KLVLQGHHGWXUQVRXWWREHWKHFDVHZLWKWKHQRWHZRUWK\LPSOLFDWLRQWKDWIRURYHUDOOZHOIDUH LW LV SUDFWLFDOO\ LPPDWHULDOZKHWKHURUQRW ORFDOZHOIDUHPD[LPL]HUV VHWGLIIHUHQWLDWHG WROOV 7KH FORVHGIRUP WROO H[SUHVVLRQ LQ $SSHQGL[  DJDLQ VKRZV WKDW WKHXQGLIIHUHQWLDWHGWROOZLOODOZD\VEHSRVLWLYHDQGFRQILUPVLWVYDOXHLVQHDUWKHDYHUDJHRIWKHXQGLIIHUHQWLDWHGWROOV,QRWKHUZRUGVIURPRXUUHVXOWVLWDSSHDUVWREHLPSRUWDQWZKHWKHURUQRWDLUSRUWDXWKRULWLHVFRRUGLQDWH WKHLUSROLFLHVZKHQVHWWLQJFRQJHVWLRQ WROOV%XW LI WKH\GRQRWGRVR LW LV UHODWLYHO\XQLPSRUWDQWZKHWKHURUQRW WKH\FKDUJHGLIIHUHQWLDWHG WROOV IRU WKHWZRDLUOLQHV
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7KH ODUJH GLVFUHSDQF\ EHWZHHQ ZHOIDUH XQGHU SROLF\ FRRUGLQDWLRQ DQG XQGHU SROLF\FRPSHWLWLRQPDNHVLWOLNHO\WKDWVRPHIRUPRIFRRUGLQDWLRQZRXOGLQGHHGDULVHLQWKHFRQWH[WZHFRQVLGHU%XW LI LWGRHVQRW LWZLOOQRWEH OLNHO\ WKDW DVWDWXVTXR ZLWK ]HUR WROOVZRXOGSHUVLVW7DEOHJLYHVWKHUHOHYDQWSD\RIIVWRUHJXODWRUGXHWRV\PPHWU\DVLPLODUWDEOHDSSOLHVIRUUHJXODWRUDQGVKRZVWKDWZKHQVWDUWLQJZLWK]HURWROOVUHJXODWRUKDVDFOHDULQFHQWLYH WR LPSOHPHQW D ORFDO ZHOIDUH PD[LPL]LQJ WROO 5HJXODWRU  WKHQ VWLOO KDV DQLQFHQWLYH WRGR WKH VDPHDQG DFODVVLFSULVRQHUVGLOHPPDDULVHV LQDEVHQFHRI FRRUGLQDWLRQDQGIRUDRQHVKRWJDPH
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